Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


Message Text 


LIMITED OFFICIAL USE 

PAGE 01 BONN 15908 01 OF 05 291743Z 

50 

ACTION EUR- 12 

INFO OCT-01 ISO-OO 10-10 SP-02 AID-05 EB-07 NSC-05 CIEP-01 

TRSE-00 SS-15 STR-04 OMB-01 CEA-01 CIAE-00 COME-OO 

FRB-03 INR-07 NSAE-00 USIA-06 XMB-02 OPIC-03 LAB-04 

SIL-01 H-02 L-03 PA-01 PRS-01 /097 W 

036415 

R 291649Z SEP 75 
FM AMEMBASSY BONN 
TO SECSTATE WASHDC 3234 
INFO AMEMBASSY PARIS 
AMEMBASSY LONDON 
AMEMBASSY ROME 
USMISSION EC BRUSSELS 
USMISSION OECD PARIS 
AMCONSUL BREMEN 
AMCONSUL DUSSELDORF 
AMCONSUL HAMBURG 
AMCONSUL MUNICH 
AMCONSUL STUTTGART 
AMCONSUL FRANKFURT 


LIMITED OFFICIAL USE SECTION 01 OF 05 BONN 15908 

E.O. 11652: N/A 
TAGS: CE, EFIN, ECON 

SUBJECT: GNP DEVELOPMENTS IN THE SECONDUARTER OF 
1975 

1. THE GNP DATA FOR THE SECOND QUARTER OF 1975 HAVE 
BECOME AVAILABLE IN SEASONALLY ADJUSTED TERMS FROM 
BOTH THE BUNDESBANK AND THE BERLIN INSTITUTE (DIW). 

THE PICTURE PORTRAYED BY THESE TWO SOURCES DIFFERS SOME- 
WHAT, AS INDICATED BY TABLES AT THE CONCLUSION OF THIS 
MESSAGE. TABLES A AND B PERHAPS BEST SUMMARIZE THE 
DIFFERENCES. THE BOTTOM LINE OF THE LATTER, REFLECTING 
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THE DIW FINDINGS, SHOWS A 3.5 PERCENT REAL DROP IN 
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GNP IN THE SECOND QUARTER AS COMPARED TO THE FIRST 
QUARTER A SHARPLY DECLINING RATE FROM THE -1 PERCENT 
OF THE FIRST QUARTER. ON THE OTHER HAND, THE 
BUNDESBANK DATA PRESENTED IN TABLE A REFLECTS STAGNATION 
WITH ZERO GROWTH IN THE SECOND QUARTER AS COMPARED TO A 
-3 PERCENT PERFORMANCE IN THE FIRST QUARTER. IN REAL, 
ABSOLUTE TERMS, BERLIN HAD A HIGHER LEVEL GNP THAN THE 
BUNDESBANK (TABLES E AND F) IN THE FIRST QUARTER, WITH 
THE REVERSE SITUATION IN THE SECOND. ALSO, WHILE THE 
BUNDESBANK HAS REPORTED AN INVENTORY LIQUIDATION, 

BERLIN SHOWS AN ACCUMULATION TAKING PLACE OVER THE 
FIRST HALF. 

2. EVEN THOUGH BOTH SETS OF DATA ARE IN SEASONALLY 
ADJUSTED, CONSTANT (1962) PRICE TERMS, CERTAIN 
DIFFERENCES DO EXIST IN THE METHODOLOGY UTILIZED BY 
THE TWO SOURCE INSTITUTIONS (IN ADDITION TO THE OBVIOUS 
USE OF ANNUAL RATES BY BERLIN AND QUARTERLY BY THE 
BUNDESBANK). THE BUNDESBANK DATA IS LESS REFINED IN 
THAT IT DOES NOT CORRECT FOR CALENDAR IRREGULARITIES 
AS DOES THE BERLIN INSTITUTE DATA. IN THE TEXT OF THE 
BUNDESBANK MONTHLY REPORT, HOWEVER, IT IS STATED THAT 
WERE THIS ADJUSTMENT MADE, THE SECOND QUARTER 1975 
WOULD HAVE REFLECTED A 1 PERCENT DECLINE. THIS STILL. 
HOWEVER, LEAVES A CONSIDERABLE DIFFERENCE FROM THE 
NEGATIVE 3.5 PERCENT REAL GNP DECLINE THAT THE BERLIN 
INSTITUTE DETERMINED. IN THIS LATTER CASE THE 
BUSINESS CYCLE WOULD APPEAR TO BE IN SHARP DECLINE. 

ON THE OTHER HAND, THE BUNDESBANK REFLECTS A SLOWING 
DOWN OF THE DESCENT AND A CERTAIN FLATTENING OUT OF 
THE BOTTOM OF THE CURVE. IF ONE WERE TO LOOK AT THE 
BUNDESBANK TABLE WITHOUT ANY FURTHER CLARIFICATION, IT 
MIGHT BE CONCLUDED THAT THE BOTTOM OF THE ECONOMIC 
DECLINE HAD BEEN REACHED IN THE SECOND QUARTER (THERE- 
BY CONFIRMING EARLIER PROGNOSTICATIONS OF THE 
CHANCELLOR.) HOWEVER, THE CALENDAR IRREGULARITY 
FACTOR PLUS THE CONFLICTING DATA FROM THE BERLIN 
INSTITUTE SUGGESTS THAT NO SUCH CONCLUSION MAY BE 
UNEQUIVOCABLY DRAWN. 
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3. IT SHOULD BE NOTED THAT THE BERLIN INSTITUTE 
SEASONAL ADJUSTMENT IS A PROCESS OF ITS OWN (THE SO- 
CALLED BERLINER VERFAHREN SAID TO BE PREFERRED BY THE 
FEDERAL STATISTICAL OFFICE). SIMILARLY, THE RAW DATA 

IS DEVELOPED BY THEIR OWN STAFF. ON THE OTHER HAND, 

THE BUNDESBANK USES THE X-l 1 SEASONAL ADJUSTMENT PROCESS 
AND USES INPUT DATA RECEIVED FROM THE FEDERAL 
STATISTICAL OFFICE IN WIESBADEN. FURTHERMORE, IT IS TO 
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BE NOTED THAT THE BUNDESBANK SERIES THAT CARRIES THIS 
SEASONALLY ADJUSTED GNP DATA HAS BEEN COMPLETELY 
REVISED IN THE MOST RECENT ISSUE OF ITS 
REPORT. AS A RESULT THERE HAS BEEN 

SOME SHIFTING OF GNP LEVELS AMONG THE QUARTERS GOING 
BACK TO 1972. 

4. THE BERLIN DATA IS USEFUL IN THAT IT USUALLY IS 
PUBLISHED BEFORE THE BUNDESBANK MATERIAL AND THEREFORE 
PROVIDES AN ADVANCE INDICATOR OF WHAT HAS HAPPENED TO 
THE ECONOMY. IN THE PAST THERE HAVE BEEN SOME 
VARIATIONS WITH THE BUNDESBANK SERIES, BUT AS THE MAN 
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LIMITED OFFICIAL USE SECTION 02 OF 05 BONN 15908 

IN CHARGE OF THIS OPERATION AT THE BERLIN INSTITUTE 
TOLD US, THEY HAVE NEVER BEEN OF THE MAGNITUDE 
REFLECTED IN THIS LAST QUARTER-A FACT WHICH HAS LEFT 
HIM QUITE SURPRISED. HE TOLD US THAT HE WAS 
UNDERTAKING TO CLARIFY THE METHODOLOGICAL DIFFERENCES 
INVOLVED THAT MIGHT HAVE LED TO THE DISCREPENCY. 

5. THE FEDERAL STATISTICAL OFFICE IN WIESBADEN HAS 
JUST ISSUED SOME GROSS FIGURES ON NATIONAL ACCOUNTS FOR 
THE FIRST HALF OF 1975. HOWEVER, THESE ARE IN NON- 
SEASONALLY ADJUSTED TERMS WHICH THEREFORE DOES NOT 
PERMIT CLARIFICATION OF THE FOREGOING DIFFERENCES. 
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NONETHELESS, WHAT COMES OUT OF THE STATISTICAL OFFICE 
PRESS RELEASE (THERE WERE NO TABLES), IS THAT GNP IN 
REAL TERMS DECLINED 5 PERCENT IN THE FIRST HALF OF THIS 
YEAR AS COMPARED WITH THE SAME HALF LAST YEAR. IN 
NOMINAL TERMS, ACCORDING TO THIS SOURCE, THE FIRST HALF 
WAS UP 4.1 PERCENT OVER THE GNP LEVEL OF THIS SAME HALF 
OF LAST YEAR. THE GNP DEFLATOR FOR THE FIRST HALF WAS 
CALCULATED TO BE 9.6 PERCENT. 

TABULAR APPENDIX: 

TABLE A 


REAL GNP; PERCENT CHANGE FROM PREVIOUS QUARTER; 
SEASONALLY ADJUSTED; CONSTANT (1962) PRICES 1/ 


1974 1975 


QUARTER I II III IV I II 


PRIV.CONSUMPTION 0.0 0.5 0.5 0.0 L.O 0.5 
PUBLIC CONSUMPT. L.O 3.5 1.5 -1.5 0.0 2.5 
CONSTRUCTION 3.0 -6.5 -3.0 -3.0 -4.5 -2.5 
INVESTMENT IN 

EQUIPMENT -5.0 -1.0 0.5 -1.5 -5.5 2.0 
EXPORTS 9.5 0.0 0.0 -3.5 -8.5 -2.0 

IMPORTS 1.5 2.5 5.0 -6.5 -2.0 6.0 


GNP 0.5 -0.0 -0.5 -1.5 -3.0 0.0 
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SOURCE: BUNDESBANK 

1/ NO ADJUSTMENT MADE FOR CALENDAR IRREGULARITIES. 
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TABLE B 


REAL GNP; PERCENT CHANGE FROM PREVIOUS QUARTER; 
SEASONALLY ADJUSTED; CONSTANT (1962) PRICES 1/ 

1974 1975 
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QUARTER I II III IV I II 
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PRIV.CONSUMPTION -1.5 0.5 1 1 -0.5 0 

PUBLIC CONSUMPT. -1 4 -0 3.5 -2.5 1.5 

CONSTRUCTION 1 -7 -1.5 -1.5 -3 -7 

INVESTMENT IN 

EQUIPMENT -6 0.5 0 -3.5 -1.5 -3 

EXPORTS 8.5 2.5 -1.5 -3.5 -8 -2 

IMPORTS 1.5 4 1.5 -4 -2 2.5 


GNP -0 0.5 -1 -1 -1 -3.5 


SOURCE: BERLIN INSTITUTE (DIW) 

1/ ADJUSTED FOR CALENDAR IRREGULARITIES. 

TABLE C 


NOMINAL GNP; SEASONALLY ADJUSTED; 
DM BILLIONS IN CURRENT PRICES 1/ 2/ 

1974 1975 


QUARTERS I II III IV I II 


PRIV.CONSUMPTION 129 132 135 137 140 143 

PUBLIC CONSUMPT. 144 50 50 52 51 56 

CONSTRUCTION 34 32 32 31 30 29 

INVESTMENT IN 

EQUIPMENT 23 23 24 24 23 24 
CHANGE IN INVEN- 
TORIES 2-120 12 


EXPORTS 

71 

74 

78 

77 

72 

73 

IMPORTS 

60 

64 

70 

65 

63 

67 

NET FOREIGN 

BAL. 

9 

10 

8 

12 

9 6 


GNP 241 246 251 256 252 256 
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SOURCE: BUNDESBANK 

1/ NOT ADJUSTED FOR CALENDAR IRREGULARITIES 
2/ ROUNDED TO NEAREST BILLION 
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NOMINAL GNP; SEASONALLY ADJUSTED AT ANNUAL RATES; 
DM BILLIONS IN CURRENT PRICES L/ 

1974 1975 


QUARTERS I II III IV I II 
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PRIV.CONSUMPTION 512 526 538 554 555 568 

PUBLIC CONSUMPT. 178 194 197 214 204 216 
CONSTRUCTION 133 128 129 126 122 114 

INVESTMENT IN 

EQUIPMENT 92 95 96 95 94 94 

CHANGE IN INVEN- 
TORIES 5 11 1-13 15 7 

EXPORTS 279 300 306 309 290 288 

IMPORTS 238 265 272 261 256 262 

NET FOREIGN BAL. 41 35 34 48 34 26 

GNP 960 990 993 1,024 1,024 1,024 


SOURCE: BERLIN INSTITUTE (DIW) 

U ADJUSTED FOR CALENDAR IRREGULARITIES. 

TABLE E 


REAL GNP; SEASONALLY ADJUSTED; 

DM BILLIONS IN CONSTANT (1962) PRICES U 2/ 

1974 1975 


QUARTERS I II III IV I II 


PRIV.CONSUMPTION 84 84 85 85 86 86 
PUBLIC CONSUMPT. 20 21 21 21 21 22 


CONSTRUCTION 

19 

18 

17 

17 

16 

INVESTMENT IN 






EQUIPMENT 18 17 17 17 

16 17 

CHANGE IN INVEN- 






TORIES -0.6 

0.4 

1.9 

-0.8 

-0.9 

-0.3 

EXPORTS 57 

57 

57 

55 

50 

51 

IMPORTS 47 

48 

50 

47 

46 

48 

NET FOREIGN 






BALANCE 10 

9 

7 

8 

4 

3 
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GNP 150 150 149 147 142 142 

SOURCE: BUNDESBANK 

U NO ADJUSTMENT MADE FOR CALENDAR IRREGULARITIES 
2/ ROUNDED TO NEAREST BILLION EXCEPTING CASE OF 
INVENTORY CHANGE ITEM. 
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AMCONSUL FRANKFURT 
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TABLE F 

REAL GNP; SEASONALLY ADJUSTED AT ANNUAL RATES; 
DM BILLIONS IN CONSTANT (1962) PRICES // 

1974 1975 


QUARTERS I II III IV I II 


PRIV. CONSUMPTION 334 336 339 342 341 341 
PUBLIC CONSUMPT. 81 84 84 87 85 86 
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CONSTRUCTION 75 69 68 67 65 60 
INVESTMENT IN 

EQUIPMENT 70 70 70 68 66 64 
CHANGE IN INVEN- 
TORIES 0 5 4 -6 8 2 

EXPORTS 224 229 226 218 201 197 

IMPORTS 186 193 196 188 185 190 

NET FOREIGN 

BALANCE 38 36 30 20 16 7 

GNP 598 600 594 587 581 561 


SOURCE: BERLIN INSTITUTE (DIW) 

// ADJUSTED FOR CALENDAR IRREGULARITIES. 
HILT .F.NBR AND 
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